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8ino Boviet Bloc production of nickel in 1958 is estimated at

65,700 net tons, of which 65,500
! 2200 were produced in the USSR and
200 tons in East Germany. The USSR is believed to have exported

6,500 tons of its out
put to the Buropean Satellites and Communist
g:ina. in that year. Following the relsxation of COCOM restrictions
shipments of nickel to Bloc countries in August of 1958, the Bloc
supply vas augmented by about 3,300 tons from free world sources.
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The nickel supply position im the Sino Soviet Bloc
in 1958
and the pounds of nickel per ton of steel production reprenzzeﬁ
by this supply are estimated as follows:

Sino-Soviet Bloc Nickel Supply Position

1958 (Ret Tons)
Lbs. of Nickel
Rickel
- Apparent per Ton of

Production  Exports Imports B Steel Production
European Satel- , -
ioroan 3 200 9, 800% 10,000 0.TC
Communist China
US Consumption 19574 122,500 2.17

»* é,mtmrmussa, 3,300 tons from Free World

“ ]
US consumption in 1958 was 1.9 1bs. of mickel per ton of steel production.

25 YEAR RE-REVIEW,
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Effect of COCOM Relaxation

In August of 1958 COCOM placed nickel metal and nickel-based
alloys on List IV (Watch List) with a tentative meximum of 1,000
metric tons per month, the equivalent of 13,500 net tone per year.
Although this rate of shipment was not attained during the few
rematning months of 1958, Bloc purchases during 1959 are reported te
be approximating the full guota.

The avallability of 13,500 tons of free world nickel to Communist
China and the European Satellites during 1958 and the consequent
retention by the USER of the 6,500 tons furnished to them in that
yeer would have resulted in an apparent supply of nickel in the USSE
equivalent to 2.18 1bs. per ton of steel production, compared to US
consumption of 2.17 1bs. in 1957 and 1.9 1bs. in 1958. Availability
in the Buropean Satellites and Communist China would have increased
to 1 1b. of nickel per ton of steel. It is estimeted that the
availability of nickel in the Sino-Soviet Blec in 1959 will approxi-
mate the foregoing smounts unless COCOM restrictions are reimposed.

Discussion

The Soviet military program, including the output of military
bard goods, equals if it does not exceed that of the US. HNetallurgical
practices in the use of nickel are substantially the same in each
country. The Soviet requirement for nickel for military applications
is therefore estimated to equal the 36,750 tons consumed by the US
for those purposes in 1957, or 62 percent of the USSR apparent supply
of 59,000 tons of nickel in 1958.

Iz addition to the extensive use of nickel for military purposes
in peacetime the USSR is known to stockpile this essential metal. In
view of the relatively few years during vhich the USSR has produced
nickel in significant guantities end of the probable demwands of a
conventionel war, current Soviet allocations for stockpiling are
estisated st a minimum of 5,000 tons per year.® Scviet requirements
forr nickel for peacetime military programs and for strategic
stockpiling thus account for 41,750 tons, 1.33 lbs. of nickel per
ton of steel output, and 71% of the apparent supply in 1958.

By these standards the apparent supply of 0.70 1bs. of nickel
per ton of steel production in the Eurcopean Satellites and Communist
Chins is sufficient only for uses of the highest priority,
principally millitary.

# The US has stockpiled in excess of 25,000 tons of nickel in
stme yoars.
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More then two thirds of 3oviet nickel is produced well sbove the
Arctic Circle at Norilsk and on the Kola Peninsula. Ores are lean
relative to those belng exploited in the West and investment cosis are
high. The 5 billion rubles allocated to double Soviet nickel production
during the Seven Yesr Plan period represents an investment of 76,000
rubles per tan of annual refined nickel capacity, egquivalent to
$15,200 at a conversion rate® of 5 rubles of $1.00. The Internstional
Rickel Company's investment at the Thompsoz mine in northern Msnitoba,
including the cost of opening and developing the mine and constructing
s mill, smelter, refimery, power plant, community installations and
avellings and a 0-mile railrosd connection is expected to be $4,660
per ton of annual refinad nickel capacity.

Tean ores, high investment cost and difficult operating
conditions are reflected in the lnternal Soviet nickel price of
30,000 rubles per metric ton, or 13.60 rubles per pound. Converted
at 6 rubles to $1.00, the veighted average ratic of Joviet/Us
ruble/dollar prices for steel mill products, Soviet nickel costs
the purchaser the equivalent of $2.26 per 1b., three times the
free world price of $0.75. Put another wey, the Soviet internal
ruble price for nickel is 18 times the free world price in dollars,
vherens Soviet ruble prices for steel mill products average 6 times
free world prices in dollars.

In epite of relatively high costs of developument and extraction,
the Sino Soviet Bloc is proceeding enargetically to avoid dependence
on the free world for supplies of nickel by expanding its indigencus
production, Plans thus far announced include:

a. The USIR Seven Year Plan provides feraloepmmt increase
in nickel output in contrast to approximately 60 perceat in crude steel.

b. East Gernany 1s expanding ferrcnickel capacity at 5t. Egidien
to 2,800 tons of contained nickel by 1962/63 and further increases are
planued for later years.

¢. Csechoslovakia is constructing facilities Lo extract
approximetely 2,000 tons per year of nickel from Albania ores in 1962.

d. In 1859 Forth Koree commenced producing nickel at the rate
of %00/500 tons per year at Hungnmm.

e, Communist China hu‘ reported important discoveries of
nicke]l besering ores but no definite plans for their exploitation
have as yet been ansounced.

* The rate determined by ccuparing and averaging Soviet and US
eenstruction and equipment prices.
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A. HNickel meets criterion (a) in that it is used priveipally
in the Sino-Soviet Bloc for the development, production or utilize-
tion of arms, emmuition or implements of war.

- B. (NOTE, Item 4661) The removal of nickel metal frow
List I has not: (1) discouraged the expansion of satellite
refining capecity or (2) prevented stockpiling by the USSR. It
bas, on the contrary, made incresged stockpiling feasible and has
inereased the USSR avallability of nickel per ton of steel production
to the US level.

c. !h&anilahﬂityof%ltrmthaﬁoewcrmwm not
cause the Bloc to become dependent on that scurce.

D. %he purchase of nickel at free world prices represents an
econcmic bargain to Bloe countries and permits re-exportation at
less loss than would result frow the absorption of intermal costs.
In addition, these free world supplies are convenieantly avallable
for stoekpiling or other purposes, and permit flexibility in
investment plans for increasing indigencus production of nickel
- and in meeting production goals in other industries competing for
investzent funds. '
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